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President J.W. McBean (center) discusses development plans 
for Upper Canada Resources with Vice-President, Finance F. Gary Carrotte (left) 
and Executive Vice-President, John G. McBean (right). 


To the Shareholders: 


Consolidated financial state- 
ments for 1972 show a net loss 
of $171,861 after a gain onsale 
of investments of $222,617. Con- 
solidated revenue for 1972 is 
$5,430,163 compared to 
$9,938,211 in 1971. 


Approximately one-half of the 
1972 revenue deficiency was 
Caused by cessation of mining 
operations at Upper Canada and 
Upper Beaver mines. The balance 
is due to a lower level of drilling 
operations, particularly for 
mineral and slim-hole oil and 
gas programs. Although your 
Company continues to increase 
its percentage of total market, 
the national levels of mineral 
drilling activity are at a low for 
recent times. Strikes at client 
operations, which postponed 
substantial drilling programs, 
further affected 1972 drilling 
revenues. 


Successful slim-hole operations 
for oil and gas were conducted 
in Jamaica in 1972, but no 
activity developed in Canada. 
Becker Drills Limited revenue, 
accumulated only from date of 
acquisition, July 1972, was 
significantly reduced by strikes 
at client plants. 


No revenue was reported from 
Brinkerhoff Drilling Canada 
Limited or Truco Canada Lim- 
ited as these acquisitions were 
not completed until the end of 
the 1972 fiscal year. 


Management income from 
operations at the Macassa Gold 
Mine increased from $69,843 in 
1971 to $422,813 in 1972. With 
free market gold prices at 
current levels, your Company’s 
share of Macassa earnings in 
1973 should be equivalent to or 
better than the 1972 return. 


By the payment, in 1972, of a 
15% tax on undistributed in- 
come, $510,585 was made 
available for future use as tax- 
free dividends. 


Upper Canada Resources Lim- 
ited is anew company in 1973 
in terms of scale of activity and 
income. Becker Drills Limited 
and Becker Drills Inc. (Denver, 
Colorado) were acquired on 
June 23, 1972, Brinkerhoff 
Drilling Canada Limited (for- 
merly Brinkerhoff Brothers Ltd.) 
on December 29, 1972 and 
Truco Canada Limited on Jan- 
uary 16, 1973. These companies, 
now wholly-owned by Upper 
Canada, provide access to 
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Upper Canada Resources Limited 


Subsidiaries and Divisions 
Becker Drills Ltd. 

Brinkerhoff Drilling Canada Limited 
Heath & Sherwood Drilling Division 
Heath & Sherwood Drilling (Western) Limited 
Alberta Rental. Too! Ltd. 

Drill Systems Inc. 

Upper Canada Mines Division 
Bankeno Mines Limited (Affiliate) 


major markets in construction 
drilling, oil and gas drilling and 
diamond bit manufacturing. 


The above acquisitions were 
financed by a cash payment of 
$1,086,000, the assumption of 
$2,500,000 in long-term debtand 
the guaranteeing of existing 
debt obligations of acquired 
companies. (See note 1, auditors’ 
report.) Net assets of Upper 
Canada Resources Limited 
increased from $9,924,217 to 
$24,391,354. 


Unaudited first-quarter financial 
returns indicate the measure of 
growth in Upper Canada Re- 
sources Limited. First-quarter 
revenue is $7,356,443 com- 
pared with $1,505,172 for the 
same period in 1972, and 
$5,430,000 revenue for all of 
1972. Net income is $911,367 
(16¢ per share) compared with 
$41,410 (.1¢ per share) in 1972. 
Cash flow is $1,387,512 (25¢ 
per share) compared with 
$99,772 (2¢ per share) in 1972. 


Upper Canada and acquired 
companies have available loss 
carried forwards and capital 
cost allowances, which at antici- 
pated levels of earnings in 1973 
could defer tax payments for at 
least two years. 


First-quarter earnings of the 
calendar year are traditionally 
higher than average due to 
seasonal fluctuations in drilling 


operations. However, for Brinker- 
hoff, the principal income pro- 
ducer, a considerable degree of 
stability to earnings is provided 
by long-term deep well opera- 
tions. Increasing prices for oil 
and gas in Canada suggest that 
current level of exploration 
activity could continue for some 
years. 


The outlook is bright for gold 
mining. Macassa continues to 
add new reserves in Tegren 
property development. The high 
levels of free market prices have 
encouraged a review of Upper 
Canada interest properties: 
Belleroche Mines Limited, Upper 
Kirkland Mines Limited, Queens- 
ton Gold Mines Limited, Laberada 
Mines Limited and Upper 
Beaver Mines Limited. 


Upper Canada currently holds a 
27.7% interest in Bankeno Mines 
Limited, in addition to a 5% net 
carried interest in Bankeno’s 
interest in 6,176,260 land acres 
farmed out directly or indirectly 
to Panarctic Oils Ltd. Panarctic, 
with the Thor Island gas well 
announced in May 1973, has 
completed 10 wells capable of 
producing gas. It is also signif- 
icant that this marks the fifth 
important gas field discovered 
by Panarctic Oils Ltd. in the 
Arctic Islands. It is presumed 
thatwith the gas fields developed 
by others, Panarctic is well on 
its way to attaining the threshold 
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J.W. McBean, President 


May 9, 1973 


volumes required to justify a 
pipeline. 


Development of Arvik Mines, in 
which Bankeno has a 25% 
interest, has indicated reserves 
of more than 20 million tons of 
zinc-lead with an average zinc- 
lead metal content of better than 
20%. These reserves, establish 
Arvik as the largest high-grade 
zinc-lead mine in the world. 
Initial ocean shipments for mill 
treatment purposes of “direct 
shipping ore” (35% to 40% 
grade) are planned for the sum- 
mer of 1973. Bankeno anticipates 
an early cash flow on attainment 
of mine production. 


In an attempt to provide fuller 
coverage of Company activities, 
anew annual report format is 
introduced. In the rear pocket, as 
separates, are outlines of ac- 
tivities of major subsidiaries 
and divisions of Upper Canada 
Resources, including a Bankeno 
report and map. We trust the 
shareholders will find this 
information of interest. 


Appreciation is expressed to 
directors and staff for their co- 
operation and diligence in the 
conduct of Company affairs. 
Special commendations are due 
John C. McBean, Executive Vice- 
President and F. Gary Carrotte, 
Vice-President-Finance, for the 
successful searching out and 
development of 1972 acquisitions. 
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Upper Canada 
Resources Limited 
and its subsidiaries 


Formerly Upper Canada 
Mines Limited 
Incorporated under the 
laws of Ontario. 


Consolidated 
Financial Statements 
December 31, 1972 


Upper Canada 
Resources Limited 


Consolidated Balance Sheet 
December 31, 1972 


With comparative figures 
as at December 31, 1971 


Assets 


Current: 


ACcountsireCeiVable(note 2): eure er cee eee ne ena 


Drilling materials and supplies —at lower of cost and estimated re- 
DIACEIMERT:COS Tr mete Pog rer talics rs the sence ae es sear een etna es gn 


Expendilures:on- conlractsiimproGIreSsS 44.0 eat meee ne ace we 


Supplies and equipment for resale —at lower of cost and net realiz- 
ADIOVAIUC Smet een mn ereac U mer ar ia arate elena’ taeeuede Munthe orepeRcn ne cas ore etees 


Investments—at cost (market value March 30, 1973—$8,432,000; 
December 31197 1— $7,735,000 = Noles a te 


Fixed —at cost less accumulated depreciation (note 4) .............. 
ONS (MOtS 5) eso bre ous 2 ce cage ee eto ere kare ere ae ie 


Goodwill — at COST os co sation Soe eee ee ear rac en 


On behalf of the Board: 


J.W. McBean, Director 


F. G. Carrotte, Director 


See accompanying 
notes to the consolidated 
financial statements 


1972 


$ 558,623 
3,388,938 


3,245,046 
TM 2)53i1 


354,581 
137,259 
L196,978 


A TOS/OS 
12,312,488 
699,162 


2,406,971 
$24,391,354 


1971 


$ 64,166 
1,998,314 


2,098,728 


429,771 
6,735 
4,198,311 


1,020,014 
1,934,687 
364,234 


2,406,971 
$9,024,217 


Liabilities 


Current: 


Bank loan and overdraft (note 6) 
Accounts payable and accrued charges 
(DEG, CW AY OED ates 8 eI We Se eae acd a A 
Advances on contracts in progress 
Current portion of long-term debt 
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Shareholders’ equity: 
Capital — 


Authorized (notes 8 and 16): 


Ce 


Cee 


7,500,000 shares of $1 par value each 


Issued and fully paid: 
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Auditors’ Report 


To the Shareholders of 
Upper Canada Resources 
Limited: 


We have examined the consoli- 
dated balance sheet of Upper 
Canada Resdurces Limited and 
its subsidiaries as at December 
31, 1972 and the consolidated 
statements of income, retained 
earnings, contributed surplus 
and source and application of 
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funds for the year then ended. 
Our examination included a 
general review of the accounting 
procedures and such tests of 
accounting records and other 
supporting evidence as we 
considered necessary in the 
circumstances. 

In our opinion these consoli- 
dated financial statements 
present fairly the financial 
position of the companies as at 
December 31, 1972 and the 
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1972 1971 
$ 1,860,092 $ 300,000 
2,973,298 554,364 
355,398 45,737 
311,888 
2,297,790 9,000 
8,179,541 15,820 
668,903 747,890 
5,299,827 5,299,827 
2,329,928 2,329,928 
2,969,899 2,969,899 
1,946,431 1,946,431 
2,828,114 Shote lon ON ds) 
7,744,444 8,251,406 
$24,391,354 $9,924 217 


results of their operations and 
the source and application of 
their funds for the year then 
ended, in accordance with 
generally accepted accounting 
principles applied on a basis 
consistent with that of the 
preceding year. 


Toronto, Canada, 
March 30, 1973. 


Clarkson, Gordon & Co., 
Chartered Accountants 


Consolidated Statement 
of Retained Earnings 


Year ended 
December 31, 1972 

With comparative figures 
for 1971 


Balance beginming Otyveat.e ve ats Mi cece lees cee cae 


NGGIAGOMEe (IOSSJHOMVOEN in. ik oc Sa od ae ee ee 


Deduct: 
DIVIGCHOS DalG ink iipaad flo os alums Ove) Re 


Payment of special 15% tax to create tax paid undistributed income 
GIES ONO OOD Sons tb RC e iy u80-0 io. e Sis hs a ee OA ee 


Reorganizallomcosis (MOle'9) 2 . vex... e. 5 ee ee 


Balance end Of year woc8 iw bana at ee 


Consolidated Statement 
of Contributed Surplus 
Year ended 

December 31, 1972 


With comparative figures 
for 1971 


BalancebeginningoOl yeat: o.«.wiw0s/nuccecen ce ieee eee ees 


ANCHE EAS GANT ora 5 hd) cae a Sse 


Deduct portion of |.R.D.I.A. grant applicable to minority interest........ 


¢ Balance 6nd.ol Year es i6e5 os siete As nnoeel eo ha tia cheat tee 


See accompanying 
notes to the consolidated 
financial statements 


1972 
$3,335,076 


(1715861) 


3,163,215 


OS oF 


90,104 
139,000 
335,101 


$2,828,114 


1972 
$1,946,431 


1,946,431 


$1,946,431 


1971 
$3,012,722 


428,351 


441,073 


105,997 


105,997 


$3,335,076 


1971 
$1,875,227 


108,680 
1,983,907 


37,476 


$1,946,431 


Consolidated Statement 
of Income 


Year ended 
December 31, 1972 
With comparative figures 


for 1971 
1972 1971 
OS SAU Sieg sis tal ae te HERR arg 6 Ua? Cr a $5,430,163 $9.9 . 
CAGRY CLRO/S SIGNING BIS cack Rss ter are Oe eal Sc i 5,850,290 9,109,864 
(420,127) 848,347 
em AG Mem IMCOME (MOLE TO) ooo. is ves cee ek Gabonese ov eviw ane 422,813 69,843 
Pee MOTOS TOLOIIC TOMOWIM Oita... dans 6s rmtehe ites a eae Sietece shied eae ew 2,686 918,190 
VETS XC SIE 6 ARS ha Ne 2 eg 2 ee 460,551 Soo,037 
PMOMIZAUOMOVOCIeimCO COSIS . Faguai.e. gad ..edsc oe uysles ase delna ee 69,965 
Taxes on income of certain of the companies ..................05. 78,000 154,000 
LE NOT ARAL SEEN ad 0 AA Oe Oe (78,387) 26,837 
460,164 635,839 
I a 
Income (OSs) DeElore-exiraordinaryuilems «25 J. g4s ots oe Sah ee eases ( (457,478) 282,351 
Extraordinary items: 
Reduction in income taxes resulting from the application of prior 
VeaismOcceo MOletlh) fe tee On cre Ue me wae «Fa ecteai sub ¢ 63,000 146,000 
Gain on sale of investments net of tax of $13,000 applicable thereto. . 2e2,07 
285,617 146,000 
NEMInCOMeNlOSsNomveale.c oe Mca) eevee. eke cee sarees aoe (71,868) )  $.428353 
Earnings (loss) per share: . 
Income (loss) before extraordinary itemMS ........... 0.0 cee eee eee $ (.08) $ .05 
EI PEOLES UAE TRIE) CSS 6 ee ec eM aici Aan cE ce 05 .03 
NetmnG CHG (IOSS)HOMVeaiRt ae hse Oh wia'dieu ds oe dace es cakes oe 2 $ (.03) $ 


See accompanying 
notes to the consolidated 
financial statements 


Consolidated Statement 
of Source and 
Application of Funds 


Year ended 
December 31, 1972 

With comparative figures 
for 1971 


Source of funds: 


OQ) Perations : vitey ee gee acta ee eer eee acres, Tarn eee 
Reduction in advances to other companies............ 


Net book value of fixed assets held for resale transferred to current 
ASSETS. 1c REPS Cera Net mea ee ee 


Application of funds: 


Payment OF dIVIGGNGS sr quer fea rene re ree 
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ee 


Payment on and increase in current portion of long-term debt....... 


Purchaselof fixed:assets (met) aera eer ae eee 


Sie eo) Xe (6 «ler 0] (ee) 16, 


Working capital deficit of subsidiaries at date of acquisition........ 


Purchase of subsidianes (note 1 ee ee ae 
Less — 

Portion financed by long-term debt............ 

Portion financed by sale of long-term invest- 


Deferred.exploration COStS 9) een ene eee 
Patents) 83k Setiyaene es ek, Se ee ee eee rent aes eevee 
Purchase of shares in other companies................ 
Tax on undistributedinCOme oan: erninn tees sheer 
Reorganizationicostss:.. nu ae nae 


Increase (decrease) in working capital during year....... 
Working capital beginning. Oly eal ane see 


Working capital (deficit) end of year ta: «tees secs oe 


See accompanying 
notes to the consolidated 
financial statements 


3,586,357 


2,900,000 


255,000 


2,755,000 
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Wess 


(6,477) 


105.297 
1,009,433 
631,269 
226,936 


S32 oor 
66,228 
4,415 
179,482 
90,104 
139,000 


3,284,221 
(3,290,698) 
3,289,210 

(1,488) 


1971 


$ 910,190 
331,665 


134,744 
108,680 


1,485,279 


105:207 
70,667 
545,229 


LEAVE 
5,048 
27,436 


831,564 
653,715 
2,635,495 


$3,289,210 


Notes to the 
Consolidated Financial 
Statements 


Year ended 
December 31, 1972 


1. Summary of significant 
accounting policies 


(a) Basis of consolidation — 


(i) 


The accompanying finan- 
cial statements include the 
accounts of the company 
and all its subsidiaries. 


(ii) The company employs the 


purchase method of 
accounting for acquired 
subsidiaries. Accordingly, 
the consolidated state- 
ments of income and source 
and application of funds 


(ili 


— 


include the results of 
operations and the source 
and application of funds 

of these subsidiaries only 
from the date of acquisition. 
Itis the company’s policy 
to carry goodwill arising on 
acquisition of subsidiaries 
at cost until such value 

is impaired. 


Effective June 23, 1972 and 
December 29, 1972 respec- 
tively, the company 

acquired all the issued and 


outstanding shares of 
Becker Drills Ltd., a con- 
struction drilling company, 
and Brinkerhoff Brothers 
Ltd., an oil and gas drilling 
company. Effective January 
16, 1973, the company 
acquired all the issued and 
outstanding shares of 
Truco Canada Limited, a 
drilling supply manufac- 
turer. Particulars of these 
acquisitions are as follows: 


Becker 
Drills 
EtG: 
BOOK aIUE OL aASSelS tera 6. 2s. ae PE Sea eek $2,440,138 
BOOK ValUeOr ITADIINMICS. (0. esc esses deo 2,148,171 
NEUDOOKWalUCm de ac sess Srathe ietade 291,967 
Adjustment to fair values at date of acquisition 
SECTS) CUR 8 SPR gcc ny Perec a Gee or Tasks log! 
Cost olishares:acquired =..45. «1.5. cene geese $1,007,818 
Purchase price satisfied as follows: 
(GEE aya ple arte ae ea Ae Oe eee $ 752,818 
31,875 shares of Bankeno 
MinGSASINITCG? Fiore saucers tolareus 255,000 


ORG Smile treater ruestter inate Gieh ole os 
$1,007,818 


Brinkerhoff Truco 
Brothers Canada 
Ltd. Limited Total 
$9,481,359 $784,645 $12,706,142 
8,174,162 733,249 11'055,5382 
1,307,197 51,396 1,650,560 
eee (37,196) 1,935,797 
$2,564,339 $14,200 $ 3,586,357 
S$ 643389: $ 14:200" S$, "831.367 
255,000 
2,500,000 2,500,000 
$2°564°339> 89° 14,200 —$53;586,357 


The book value of assets of 
Brinkerhoff Brothers Ltd. 
has been reduced by the 
amount of deferred income 
taxes of that company as at 
the date of acquisition of 
$1,105,854 as recommended 
in the exposure draft of 
December 1972 on Business 
Combinations sponsored 
by the Canadian Institute of 
Chartered Accountants. 
Because the purchase of 
Truco Canada Limited was 
virtually complete by the 
year-end, the assets and 
liabilities of that company 
have been Included in the 
1972 consolidated balance 
sheet. 


(iv) The accounts of the com- 
pany’s foreign subsidiary 
are translated into Canadian 
dollars as follows: 


Current assets and liabilities 
—at year-end exchange 
rates 


Asset 
category 


(i) Large rigs 


Small rigs 
Automotive equipment 
Portable camps 


(ii) 
(iii) 
(iv) 
) 
) 
) 


(v) Buildings 
(vi) Equipment for rent 
(vii) Other 


(d) Revenue recognition — 


Revenue and costs are accoun- 
ted for on a percentage of 
completion basis with the 
exception of work done on 
contracts which require the 
companies to drill to a specified 


Other assets and liabilities 
—at exchange rates in effect 
when the transactions were 
completed. 


Operations — at average 
exchange rates for the year. 


Translation gains or losses 
are included in the con- 
solidated statement of in- 
come and are not significant. 


(b) Drilling materials and 
supplies — 

The inventory of drilling materials 
and supplies consists of new 
and used supplies, spare parts, 
drill bits and drill rods employed 
in the company’s operations, 
and includes all materials and 
Supplies on hand except for 
certain spare part items at active 
drill sites which are considered 
by the company to be a normal 
working supply. Materials and 
Supplies are priced at cost or in 
the case of used items at re- 
placement cost less amounts 
written off to reflect estimated 
usage. 


Approximate 


Depreciation 


This policy is followed by all the ~ 
companies except Brinkerhoff 
Brothers Ltd. whose drill rigs 
are significantly larger than the 
rigs used by the other companies. 
In the case of Brinkerhoff 
Brothers Ltd. the cost of the 
original string of drill rods is 
included as part of the cost of 
the drill rigs and depreciated 
on the same basis as the drill 
rigs; all replacement drill rods 
as well as drilling materials and 
supplies are expensed when 
purchased. This practice con- 
forms with a method of account- 
ing which is generally accepted 
in the oil and gas industry. 

(c) Fixed assets — 

All property, plant and equip- 
ment is recorded at cost. 
Depreciation has been provided 
inthe accounts at rates de- 
signed to amortize the cost of 
fixed assets over their estimated 
useful lives, as follows: 


cost method Rate 
$9,700,000 Standard rate per operating day which results 
in cost being amortized over approximately 
15 years. 
$4,000,000 Straight-line 10-20% 
$1,700,000 Substantially straight-line 20-3313% 
$ 700,000 Straight-line 10-20% 
$1,100,000 Substantially straight-line 2 /2-5% 
$ 600,000 Diminishing balance 30% 
$ 800,000 Various Various 


level, in which case revenue is 
not earned until the contract is 
completed. For such contracts, 
costs and billings on account 
are deferred and are not taken 
into income until the completion 


of the contract. It is also the 
companies’ policy to provide 
for anticipated losses on un- 
completed contracts; no such 
provision was required at 
December 31, 1972. 


2. Accounts receivable 


Details of accounts receivable 
are as follows: 


1972 1971 
Re er PM eke, ort Sen ht 2 8 a dO WR $3,140,008 $1,472,492 
Due from shareholders —advancesS..............eecee. 44,296 126,419 
= MOUSCHOAMS vt vt eee ee vtee hes 204,634 
$3,388,938 $1,598,911 


3. Investments —at cost 


Queenston Gold Mines Limited ... 


Bankeno Mines Limited 


KGOLES O'ANG'7) pin ct oe Sa 


The market value of Queenston 
Gold Mines Limited and 
Bankeno Mines Limited based 
on closing bid prices at March 
30, 1973 are $317,000 (De- 
cember 31, 1971 —$211,000) 
and $8,115,000 (December 31, 


4. Fixed 


December 31, 1972 


Number of 
shares Cost 
1,056,800 $ 293,592 
; VAG7.625 827,011 
55, 102 
S175, 655 


1971 —$7,524,000) respectively. 
The March 30, 1973 closing bid 
prices are disclosed rather than 
those at December 31, 1972 
since there has beenasignificant 
decline in market values since 
that date. 


Details of fixed assets are as follows: 


Drilling: 


PANG en alCOSt) nce ecu Cee 


Buildings and equipment—at cost .............. 
Less accumulated depreciation............... 


Mining: 


Buildings and equipment—at cost .............. 
Less accumulated depreciation............... 


During the year the company 
and its subsidiaries ceased 
their mining operations and the 
assets relating thereto have 
been written off except for the 
mill, shown above as mining 
fixed assets, which the company 


op) 1eo°6 Le! eo kone) willie: is: lame ve) e fee) 0) 


expects to use in future mining 
operations, and except for 
certain supplies and equipment 
considered to be saleable, 
which are included in the 
balance sheet as supplies and 
equipment for resale at the 


18,561,816 
6,427,552 


621,346 
549,649 


December 31, 1971 


Number of 
shares Cost 
1,056,800 $ 293,592 
deeo7 O00 664,412 
62,010 
$1,020,014 


In the case of large share- 
holdings, such prices do not 
necessarily represent the 
realizable value of the company’s 
holdings which may be more or 
less than indicated market value. 


1972 1971 
$ 106,527 $ 7,450 
12,134,264 1,855,540 
12,240,791 1,862,990 
(alesse 71,607 
$12,312,488 $1,934,687 


lower of cost and net realizable 
value. The company, together 
with certain of its subsidiaries, 
continues to own mining prop- 
erties and claims on which 
exploration is being conducted. 


5. Other 
Details of other assets are as follows: 


Patents —al Cost less*amomizatiome: . .5. ons note aces aa: 
Deferreciexplorationa2akCosty cc ee tee ee 


Mining properties and claims —at cost less amounts 
WIIG T: Officvtn vie areeeeue eee oth ata rn suet oes etiadie s Sin meena one 


6. Bank loan and overdraft 


The bank loans are secured by 
a $6,500,000 floating charge 
debenture on the undertaking 
and assets of Brinkerhoff 
Brothers Ltd., by an assignment 
of certain accounts receivable 
and by 150,000 shares of 
Bankeno Mines Limited. 


7. Long-term debt 
Details of long-term debt are as follows: 


First floating charge debenture on the undertaking and 
assets of Truco Canada Limited due December 31, 1977 
with interest at 1% over the bank prime rate payable in 
semi-annual instalments of $50,000 from 1973to 1977... 


First floating charge debenture on the undertaking and 
assets of Upper Canada Resources Limited due June 15, 
1977 with interest at 1% over the bank prime rate payable 
in instalments of $200,000 in 1973, $440,000 in 1974 and 
$425 000 ineachiof the years 1975101977 (6. 


11% note payable secured by a chattel mortgage on 
certain assets due January 18, 1978, repayable in 
blended monthly instalments of $5,853 principal and 
interest and a final instalment of $200,000 in January 1978 


Term bank loans bearing interest at 2% over the bank 
prime.rate: (see note:below).. 5. nea cae ceremns ae cee 


Although the term bank loans 1O 7S ent ale $1,800,000 
are due on demand, the bank GRC Bee ak, Ser te 8 1,400,000 
has indicated that repayments OO, oar ae 1,400,000 
will be permitted over a period RS HA Sieh ccarscd hans te 1,400,000 
of time as follows: VOT aero ee 1,400,000 

UV esien ne hose 100,000 


$7,500,000 


1972 1971 
$208,804 $ 11,828 
182,554 116,326 
221,455 219,455 
69,524 
16,825 16,625 
$699,162 $364,234 
1972 1971 
$ 500,000 
1,915,000 
385,000 
7,500,000 
177,331 $24,820 
10,477,331 24,820 
Lee ed 9,000 
al Esau $15,820 


These loans are secured by an 
assignment of 934,325 shares of 
Bankeno Mines Limited, by a 
$6,500,000 floating charge 
debenture on the undertaking 
and assets of Brinkerhoff 


Brothers Ltd. and by a first 
mortgage on certain drilling 
rigs and other assets of that 
company. 

As acondition of obtaining 
certain of the term bank loans, 
the company has undertaken, if 
requested by the bank, to make 
an offering of its shares by 
December, 1974 in an amount 
sufficient to reduce the term 
bank debt by approximately 
$5,100,000. 

Total interest expense on long- 
term debt was $70,845 for 
1972 (1971 —$2,726). 


8. Name and share structure 
change 


During the year the company 
applied forand obtained Articles 
of Amendment changing the 
name of the company to Upper 
Canada Resources Limited and 
increasing the authorized share 
capital by creating an additional 
2,000,000 shares of $1 par value 
each ranking on a parity with 
the previously authorized 
5,900,000 shares. 


9. Reorganization costs 


During the year reorganization 
costs were incurred when 
certain of the company’s sub- 
sidiaries sold their operations 
and certain of their net assets 
to the company. 


10. Management contracts 


The company is managing under 
contract the Macassa Gold 
Mine (including the adjacent 
Tegren property and Kirkland 
Minerals property). Under the 
terms of this agreement the 
company receives, as a 
management fee, an amount 
equal to one-half of the net 
revenue (as defined) and is 
responsible for all losses in- 
curred. Any such losses are 
recoverable from, and are a first 
Charge against, future net 


revenues. This contract expires 
December 31, 1980, but provides 
that Upper Canada Resources 
Limited has the option to termi- 
nate the contract at any time by 
giving one month's notice. 


11. Income taxes 


It is estimated that deductions 
for tax purposes of $2,280,000, 
resulting from carry-forward of 
losses for tax purposes of 
$550,000 and capital cost 
allowances claimed to date for 
tax purposes of $1,730,000 less 
than depreciation recorded in 
the accounts, will be available 
to the companies to the extent 
of future earnings. Deductions 
for tax purposes as a result of 
loss carry-forwards will expire 
as follows: 


USE os Seer Pe $ 25,000 
SAS Re oe ee Sea 225,000 
NOW ey, ue, Sern 300,000 

$550,000 


Deductions for tax purposes as a 
result of capita! cost allowance 
will not expire until the 
allowances are claimed. 


12. Lease commitments 


The companies are committed 
under leases for periods varying 
from 2 to 10 years for a total 
remaining lease commitment of 
$422,000. The lease commitment 
for 1973 amounts to $90,000. 


13. Contingent liabilities 


One of the subsidiaries which 
the company acquired during 
the year was notified ina 
previous year of a possible 
claim amounting to £298,950 
(approximately $700,000) in 
connection with a construction 
contract. Under the terms of the 
agreement to purchase this 
subsidiary, the vendor has 
agreed to indemnify the com- 
pany or this subsidiary from all 
such liabilities and accordingly 
no provision for this possible 


Claim has been made in the 
accounts of the company. 


14. Statutory information 


The aggregate remuneration of 
directors and senior officers 

(as defined under the Business 
Corporations Act, 1970, Ontario) 
was $179,618 for the year ended 
December 31, 1972 ($179,268 
for 1971). 


15. Restatement of 1971 
figures 


Certain of the 1971 figures have 
been restated to conform with 
the presentation adopted in 
1972. 


16. Subsequent events 


(a) Subsequent to December 
31, 1972 the company issued 
165,000 treasury shares in 
exchange for 57,955 voting 
second preference shares of 
Heath & Sherwood Drilling 
(Western) Limited (a partially- 
owned subsidiary). This trans- 
action increases the ownership 
by the company in Heath & 
Sherwood Drilling (Western) 
Limited to 96.7%. 


(b) On January 2, 1973 the 
directors of the company ap- 
proved a key employees stock 
option plan under which a total 
of 265,000 treasury shares have 
been set aside. Options will be 
exercisable during such period 
of time as the board of directors 
may in each case decree, but 
not exceeding ten years, and in 
such proportion each year as 
the directors may fix upon the 
granting of each option. 

Under the terms of this plan, 
options have been granted to 
eleven employees to purchase 
an aggregate of 234,600 shares 
of the company at $2.20 a share 
exercisable as to 12.5% thereof 
on or after September 30 in 
each of the years 1973 to 1980, 
such options to terminate on 
December 31, 1980. 
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ANA UPPER CANADA RESOURCES LIMITED 


SUITE 908 40 UNIVER VENUE TORONTO M5J 1T1 CANADA 


TELEPHONE (41) 364-7301 LEX 06-22627 


PRESS RELEASE 


\ Financial Results for the Year 1972 and 


x the First Quarter of 1973 


re ae Cen Reena statements for 1972 show a net loss 
aoa 


Of SLs. S afker a gain on sale of investments of $222,617. 
fou eal he $ fe 
Consolidated rexenue for 1972 is $5,430,163 compared to 
ae “+ 34 : —— 
BS7) REY tN Oe Gane ee : 
OO 


creased revenue 1972 is attributable to cessation of 
ining operations at\Upper Canada and Upper Beaver mines 
and a lower level of Operation in mineral ee 


In contrast, unaudited fixst quarter 1973 financial r 
show revenue of $7,356, 443\comoa red with cqeueene £ 
same period in 1972, and reVenue of $5,430,000. for all of 
1972. Net income is $911,367\(16¢ per hare) compare with 
Al ) (le per share) in) 19/2\'Cash flow as Sis3e7) 512 


19 
(25¢-per share) compared with $98,772 (2¢ per share) in vege 


The improvement in financial results r 
increase in revenue produced by the 
Brinkerhoft Cee 
rothers: Ltd.), ere 
ssisted by ieee) 
sales from the Macz 
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UCR 


Upper Canada Resources Limited 


Subsidiaries and Divisions 
Becker Drills Ltd. 

Brinkerhoff Drilling Canada Limited 
Heath & Sherwood Drilling Division 
Heath & Sherwood Drilling (Western) Limited 
Alberta Rental Tool Ltd. 

Drill Systems Inc. 

Upper Canada Mines Division 
Bankeno Mines Limited (Affiliate) 
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